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LETTER OP TRANSMITTAL 


House of Representatives, 
Washington, D.C., October 8, 1978 . 

Hon. Thomas P. O’Neill, Jr., 

Speaker of the Souse of Representatives, 

Washington, D.G. 

Dear Mr. Speaker : By direction of the Committee on Government 
Operations. I submit herewith the committee’s 35th report to the 95th 
Congress. The committee’s report is based on a study made by its. 
Legislation and National Security Subcommittee. 

Jack Brooks, Chairman* 
an) 


Approved-For Release 2002/01/15 : CIA-RDP81-00142R0001 001 00001-2 - 


Approved^- Release 2002/01/15 : CIA-RDP81-0®2R000 1001 0000 1-2 



CONTENTS 


I. Summary - 

TL Introduction , , ' “ — i 

UX Findings “ 2 

IV. Recommendations * - - 4 

Y. Discussion of Office of Foreign Buildings " ~ _ 111 ~ - 

Decentralised management of overseas real estate_IT ITU a 

X*ack of long-range management planning T 

Development of valid economic data i 

Staffing problems- 

Inadequate property maintenance—' „ 

Lacfe of adequate funding “ ' " “ 

Ttt ”£^ 0nnitr acd ^na stency in housing practtos -Z^ 16 

(▼» 


Approved For Release 2002/01/15 : CIA-RDP81-00142R000100100001-2 



Approved • Release 2002/01/15 : CIA-RDP81-00^R000100100001-'2 
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Calendar No. 904 

HOUSE OF REPRESENTATIVES ( Report 
; - ' ■ ( No. 95-1676 


REPORT ON OVERSEAS REAL PROPERTY 
MANAGEMENT 


Octobee 2, 1378.— Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Brooks, from the Committee on Government Operations, 
submitted the following 

THIRTY-FIFTH REPORT 

BABSB ON A STUDY BY THE LEGISLATION' AND NATIONAL SEC URIT Y 

SUBCOMMITTEE 

27 ’ ] 978 > ^ Committee on Government Operations 
a pitied “Overseas Real Property Man- 

Speaker of T ^ WaS d " BCted t0 transmifc a “Py t0 ** 

L Summary 

management of the Depart 
studv ht D.S- diplomatic missions is part of a continuing 

Legislation and National Security of 
^e department of State, the other foreign affairs 
secies, and the TT.S. diplomatic missions located throughout the 
n % rep °rt^ the result of fiyeEeariims held Se 

Pu 8 * * y^ K examining themtSagernent and administra- 

B^zif STSSSSTSli'* E *? la ?. d > France, Ecuador, Peru, and 
th Sr? ajidtwo h^ariTi^ hgM in Washin^n with representatives of 

ge Department to discu^ selectea management and administrative 

*™h b C™ ,tt lZt °Ke^ e 

ptre of ihl’ h.ortug’bef^ a' eufcsom! 

2nd Sess., Mar. 28, 1978 House of Reprownta tires, 95th Cong-., 

eu beomm l ttiJ of the Cominltt^o^^ faring before a 

Con*., 2nd S<*s. T Mar. 30,1978 R *P r S ent ®t?™ 8 ’ 95th 

before a subcommittee of the ConmSttS o?Sr?StnT nE™S 0n ^^^A h<,aTln e 
sentatives, 95th Con*,, 2nd Sees. Anril iota ”75 ??5H tlonB ’ Jouse 6t Repre- 
Abroad.” hearing before a enbeomtnlttre *i th^Can^tin^^rSS. 0f U ’?’ * ;inba6sie ’ 
Honae of BepresentaiTrea, 95th Cong., 2nd ^d l3,^97™ Operation^ 
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This report discusses only real property managemen t-an d related 
issues- and does not attempt to address the many other management 
ft rtTTiiTtis rrfltivft issues of concern to the committee. In examining 
the various management and a dminis trative issues facing the Depart- 
ment and our diplomatic missions, we have found that many factors 
must be taken into account* Before making recommendations for im- 
provements, the committee- wants- to take into * account all of the com- 
peting interests involved and fully consider the views of the various 
interested parties* - 

The examination of the real property management and related issues 
did not reveal the same-Jond-of complexity. Thera is genera l agree - 


move aggressively to impfovefreal property management. This report 
will give the Department an opportunity to consider the committee’s 
views as it continues to address problem areas. — , 

The views of the committee not only reflect the testimony received 
from the various departmental witnesses, Ambassadors, Charges, 
Deputy Chiefs of Mission, and Administrative Counselors, but they 
reflect the information provided the subcommittee by additional em- 
bassy emp loyees of the Department of State and other IT,S. Govern- 
ment agencies during the. various subcommittee inspections. The op- 
portunity to discuss real manag emen t and related issues with embassy 
officials and employees and to review embassy facilities and housing 
greatly contributed to the subcommittee’s understanding of the prob- 
lems which exist* 

4 The committee has also drawn upon the excellent work of the Gen- 
eral Accounting Office which reviewed real property management 
within the Department. 2 

While primarily focusing on activities of the Department of State, 
the review of real property management also encompassed the activi- 
ties of the various Government agencies located at the embassies. The 
views of these other agencies have been taken into account. 

' ; ' v ^ : J - n. Introduction ' ; - ' r ; 

- The Secretary of State was granted authority by the F oreign Service 
Building Act of 1926 to acquire, construct, sell, maintain, and 
operate buildings abroad for TLS. diplomatic and consular establish- 
ments and the representatives of TT.S. Government agencies. This 
responsibility has been delegated to the Director of the Office of For- 
eign Buildings (FBO), who serves as a Deputy Assistant Secretary 
under the direction of the Assistant Secretary for Administration. 

me Department is responsible for providing the office space for 
all Government agencies on a except fot^Aip , 
which utilizes Department of State facilities in some countries. In 
addition, the Department is responsible for providing housing for all 
chiefs of missions of other U.S* Government agencies, except AID * 
All other employees of other agencies * except AID, either receive hous- 
ing allowances from their own agencies or have Department of State 
providing housing, the cost of which is reimbursed to the Department* 
AID is responsible for providing housing or housing allowances for its 

* rrhe Department of State Has Continuing Problems in Managi n g Beal Estate Oven* 
seas,” GAO report dated July 12* 1978* 
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A™ i The . De P ar t men ! : of State is, of course, also responsible for 

^Americans stationed m diplomatic missions. - *«-/. 0 

ioK ltment - of ® tate owns or Ieases property in 215cities lo- 
^ted miaa-couiitnes around tbe world. The 262 Xp 

hinlrling? are warehouse owned or leased bv the GowrmnoTif 
-and maintained by tbe DeDartment iralriA/J tto ^ 

iplomatic 


a nsss 'ssaraa ss 


. »*<* we^-^maik isa •• • :/v. syras— 

annually 

oSn g fi eS.) =lude owBed ° r ^ wsgssfisa® 


geog raghic W s . 

leaseq propertieMi ess than.10 years) . The nvere.„ « ^Lcfo g g 

delegated responsibility lorapnininL short^^M^f? 

which cost under S25.fl0n mnm l £ ™ J??rW. properUe3 


-It - ,, ou OI sp 30 ^ operating and maintaining 

properties within the funds allocated, and recommending needed iin- 
g™£“* to properties. The principal officer is also raponSble for 

present tune no worldwide pnlW exists as to hrw TT S Gn r 
^nment employees should be hou sed overseas . With respent to Tlepaw-^ 

. mept or orate employees, each post establis hes its own ho using policy 
m conjunction with the policies of its geographic bureau ana generally 
allows personnel to select property that suits their needs. The posts in 

^ employees who are not provided with 
trovemment-owned or long-term leased properties and no housing al- 
are provided. In Europe. G gyernment-leased quarter s are 
provided for most to jfc lftyel empl gESgs^and housing allowances are 
fZT* 0 , grade employees. (Pans follows this practice, London 
does not— virtually all U.S. employees in London are housed in Gov- 
ernment-leased quarters.) In Latin American posts seni 2 E_gmployees 

. 7. lt „.T gpt T Wt J- I0aal i! esp0Ilsibili . ti ea are P r0Tr ided with Government- ' 
owned or. leased properties, and other employees receive housing allow- 

TS 1T1 n.acf. Ann otiA TILsah A _ _ _ i * 


more economical to have an employee ship his own household effete or 
to h ave the Government proyidefuHy fomished quarters. 


H. Kept 1976, 95-3 
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I 4 

The Foreign Affairs Manual also requires every foreign service 
;j: post where Several UjS. Government agencies are present to establish 

;! j ® ho usin g board to deal with inter-agency housing issues, 

ii - The Department of State designates two categories of mainte- 

ij nance and repair work to properties: (1) routine maiTitpnan^ which 

ij| is the ‘normal run of the mill ” work necessary to preserve or restore a 

ii property, and (2) special maintenance, which is not routine Major 

ji repair projects have no funding limitations, but are normally handled 

j special maintenance and < require FBO approval Most 

j repair on FBO properties is classified as routine. In fiscal year 1978. 

l! the Department estimated it would spend Sllmillion for main ten an™ 

II repair of_osned or long-term properties and S3 milHcm^or 

short-term WwApcopnT-fjgc “ — - 

To carry out its responsibilities, FBO has a staff of 95. only 22. of 
whom are stationed overseas. Of the 71 eqjplqyeeR in. Washing^n ri? 
j! are professional technicians. FBO does not perform the actual con- 

j: structdon in the field- but-depends on contractors and the nve raena mi< . 

i| aion maintenance staff to undertake specific projects and to maintain 

and repair properties. ; > *- 

j| - . _ Since 1926, FBO has been authorized approximately $853.3 million 

j! and appropriated about $807 million, of which $128 million was in 

ji foreign currencies. A totaTof $110.6 million was appropriated for 1978, 

ii of which $7.5 million is in excess foreign currencies. A significant por- 

tion ofFBO’s funding for capital projects comes from proceeds of 
!j property sales, which have totaled nearly $122 million since 1926. For 

;[ a 10-year period from 1968 to 1977, only four capital projects totaling 

[j $19 million were funded through appropriations. The rest of the $81 

?! , million for capital programs was derived from proceeds of sale. The 

: -Department received -a $10 million supplemental appropriation for 

j fiscal year 1978 to accelerate the purchase of residences in areas of 

ji . spiraling rent increases. Both the Senate and House Appropriations 

j „ Committees have approved appropriations of $16 million for continu- 

| " ation of this program in fiscal year 1979, and the Department plans to 

ask for $10 million for fiscal year 1980. 

’ The Department estimates that it would take $150 million to $200 1 
! . million to acquire the residential property it now leases wliich economic 1 

analysis indicates would be in the best interest of the Government to ! 
purchase. FBO is presently able to fill about 40 percent of the funding j \ 
| reqnests of overseas posts for acquisition or lease of property. The 

Department also estimates that following the identification of a need, i 
a leadtime of 16 months is necessary to begin construction of a capital 1 I 
j project or purchase real estate. ; - 

HL Futtonqs 


1- The TJ.S. Government’s overseas real property has not been eco- 
nomically or efficiently managed by the Department of State. 

2^A CQr^trihnting f-A use ofTthe poor management has been th e da- 

j* Departments long-range planning hqs been ^rionsly 
and has anowe d^xternaTpressures t o unduly influence development. of 
sound real property programs, 

4. The Department has. not pr operly use d existing souTres of infor- 
mation to make sound management, decisions, l eading to the 
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TT ,„t. ' r i inuaa 10 properly acqui 

manage °ur overseas real property. 

f?S T* “Plo^^ceire 

■or historical accident! agency the y work for 

IV. Recommend atioxs 

u^Lfe“o?oo!S?^ d ( rS, Ue to gBtofce the meu- 
*2. He Ofl& SS ffiSSf 5? S®“ °< Forei ?P Buildings. 
■ rate construction cnet ^ con ^ in «e to.d BYfilnp„ aflfia.- 

which is necessary for the dev JonmlnP^? 0 and otl . ler relevant data 
3. The Office nfMeu.! 6 development of accurate long-rann-e nlans. 

for determining whether lt^m^die best e? shou]d deielop a°formiiI«. 
Government t^Jease or 1“ l!? nomic interest of the TJ.S. 

ail Government agencies oneratimr EwEf^f onr overseas posts and 
to use this formufiT °P eratm S overseas should be directed by OMB 

Office®! aSSMSSS Sr- “ ?, the Cougrese «d the 
-4&2US to howf?“no“^fe n °V late ? tha n January 1, 

long-term b asiTsoUat ffn \ a *ff a J? 1 lTlffiag on a 

real estate needs of posts woriSl i * IS-5? 1 es P ertl j* to handle 
should present to thefeonsw®! *v^ tl 2 n L^ e 'Department 

graphic bureaus whichwig£j^S^dt^F^^fj? 1Q ^‘%r^ T 
assigned responsibilities nsierred to .fr BO to handle the newly 

'«*£* for uuple- 

“ otm *■“ 

ttbettTu'Uua.i *^2^ ““*2r 


Ho rC -JfllL.S 

embassies. I Hie OWWUUCU ail 
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artment of State responsible for overseeing its operations, that the 
ffice of Foreign Buildings (FBO) has been, jin able to adequately 

The nn- 


S 

meet the real estate management needs of the Department, 

mary . reasons for this have been the dej^BtaalizatioB of real estat e 
management responsibilities throughout the Departments the Pnf t 
long-range real es tate planning the i nability to develop adequate 
economic and cq^t mforr ^ation^.t he in adequate num per ox tecnmcaliy 
q ualified Personne l 1 and madegua tfl fnpding - ~ *** 

Decentralized management of overseas real estate 
Responsibility for managing Department of State employee hous- 
ing overseas is split between the overseas posts, the geographic bureaus, 
ana FBO. At the present time, FBO is responsible for funding con- 
struction or acquisition of real property ana leases running for more 
than 10 years, and approving leases running for less than 10 years, 
but which have annual rents in excess of $25,000; The geographic 
bureaus are responsible for funding leases running less than 10 years, 
and approval for those costing less than $25,000 annually h as been 
delegated to the overseas posts. 

4 There is no centralized uniform housing policy which has resulted 
in a failure to develop either at FBO or the overseas posts adequate 
criteria for the size and cost of housing or for centralized review of 




reputation , e mbassy. ad ministra tive personnel admitted to tbe sub-1 
committee they ±HT hQ TinLj..f9 wjfK"T£"0ur review^o? 


. housing leases at posts throughout me world shows that rather than 
making a.lease for a 10-year period, and having to get FBO approval, 
embassies will enter into leases for 9 years and 11 months. In 
many instances, rather then entering into a long-term lease, a post 
will enter into successive short-term leases. 

‘ Not only hah this division of responsibility and funding control led 
to the selection of housing which may not be in the best economic 
interest of the Government, this division could allow a bureau to be 
funding projects of low priority at a time when FBO cannot fund a 
project of a higher priority because it doesn’t have sufficient money. 
" The Department recognizes the need to centralize management of 






JS and w ill review * present leases to insure 

lift ~ — 


expected to adequately manage the overseas 
real property program of the Department, it must have full responsi- 
bility for that program. The decision by the Department represents an 
important first step toward improving real estate management. How- 
ever, if this move is not accompanied by other improvements recom- 
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mended elsewhere in the report, it will actually represent a step back- 
ward since FBO will not be able to adequately handle its new respon-: 
sibilities. ; : - r; 

Lack of long-range management planning 

_ . According to GAO, FBO has no systematic method, specific criteria, 
or policies for determining the most economical housing alternatives 
which satisfy the Department of State's overseas needs. Primary re- 
sponsibility for identifying reaL estate needs and solutions has been 
placed on senior personnel who generally are not qualified and have 
no experience in the real estate or construction fields. 

Part of th e problem has beeiLt hft der^ti^izcd-rnana^fiinfint of real 
estate among overseas posts, the regional bureaus, and FBO. Their 
efforts were never fully coordinated. Embassies were unable to develop 
long range real estate plans, even though they recognized the desira- 
bility of doing so, primarily because they have neither the staff re- 
sources or expertise. The result at many posts has been that a new real 
estate program is undertaken upon the arrival of the new ambassador 
or top administrative officer. As noted previously, FBO will now have 
tota l responsibpjtv and funding a uthority for nil rad figfcgtft projects 
fljg of TWhhpy j , 1 &IA 

The failure to institute long-range planning has on occasion allowed 
senior officials and ambassadors to interfere with real estate programs 
to satisfy personal desires. For example, in Seoul, South Korea, FBO 
— rehabilitate the Embassy residence in fiscal year 
1976. However, before the project was completed $1.1 million was 
spent for a complete restoration-including having much of the wood 
structure custom reproduced by local architects and craftsmen. 
This was done, according to FBO, at the insistence of the Ambassador. 

FBO real estate planning is done by headquarters personnel respon- 
sible for the five world regions corresponding to the Department’s geo- 
graphic bureaus. Each area officer determines which projects should be 
undertaken in that region and assigns a priority to each project. Five 
year project forecasts are made each year based on data obtained from 
the geographic bureau and the particular post FBO does not now have 
adequate staffing to allow systematic onsite reviews. According to 
GAO, the fi-vp»ir are in der>en dent yearly exerciser not related 

to the pp pprirync ygar'g jtfgjfigtS A project wHlCh rankS 

high one year may not appear on the priority list the next vear even 
though the projed; was not constructed or acquired. In J2ZI, FBO 
began using a. numeric al priority its projects based 

on such factors as morale, health, safety and political expediency. 

GAO recommended that FBO be responsible for developing coun- 
try-by-country real estate plans and the Department has begun such a 
program, with approximately 15 country real estate programs having 
been developed so far. 

The committee does not believe that placing primary reliance on 
post personnel to identify real estate needs and solutions can be justi- 
fied. Such personnel generally do not have the necessary background 
to adequately undertake such responsibility. Since FBO has the tech- 
nical expertise necessary to undertake long range planning it should 
take the lead role. While FBO should work in conjunction with the 
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various posts and regional bureaus to identify needs and programs, it- 
must not wait for a post to identify real estate needs or request FBO- 
to develop a program for it. Tmft must gvst^ma^caUv devisa-OTP- 
mTns for all nng±s. Moreover, it is not enough to develop a country 

real estate plan. . 

F BO must gggtem -for nil ,i«alffitatftnrmprfe through- 

onTEha worlcL UnlessFBO has such master plans, it is unreasonable^ 
ex^^tEaTindividual post needs will be dealt with on an equitable 
basis in the most cost effective manner. __ _ 

The enTnmifcfaft does not believe it is too much to expect FBO to have 
a master plan which shows how much, where, and in what priority,, 
property should be acquired or leased. This information is absolutely 
essen tial if the Department, the Office of Management and Budget and 
the Congress are to be able to dete rmine what need^ exist and how to- 
go about meeting those needs. While the committee believes it is im- 
portant for the priority rating system to include noneconomic factors 
such as morale, health and safety, it is important for decision-makers 
to have access to a priority rating based solely on economic considera- 
tions since the other factors tend to be subject to differing opinions. 

FBO should be able to provide specialized technical service to posts 
regarding construction, acquisition or maintenance of property with- 
out having to deal with external pressures from senior post personnel 
who may be interested in satisfying personal desires. The development 
of coherent long range real estate plans will greatly reduce the oppor- 
tunity for these outside pressures adversely affecting sound real estate 
management decisions. . . 

. During the subcommittee review of the five overseas missions, the 
* feeling existed on the part of administrative and other embassy person- 
nel that .they could handle real estate needs better and more swiftly 
than FBO. The subcommittee discussed real estate matters with a 
number of officials who exhibited a high degree of knowledge concern- 
ing real estate management, and who are doing a fine job in this area. 
Nonetheless, because not all responsible overseas officials have such 
• experience, FBO must be the central repository for real estate man- 
agement expertise so that all posts overseas can rely on such knowledge. 
As is discussed, later, the committee is concerned over the lack of suf- 
ficient technically qualified employees in FBO. As FBO is able to in- 
crease the number and quality of technical experts, overseas personnel 
will feel less of a need to substitute their judgment for that of FBO 
personnel. • 

The Department recognizes that outside pressure can unduly influ- 
ence real estate programs and has informed posts that, although FBO 
will draw heavily on input from the posts in determining the size and 
ohftrftH-gy of buildings, 130 has the final authority and posts are not 
authorized to alter plans. Any change in plans must be approved by 
the Director of FBO and only when conditions change significantly. 
We believe such policy must be strongly enforced. 

DewHopment of valid eoonomie data - 

If FBO is to have an effective long range planning capability it must 
be able to develop adequate economic analyses to support its planning 
objectives. The committee is concerned over the Department’s failure 
to use A-rifiting sources of information to develop sound economic anal- 
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meat di5 n« 5 them S^ria d,S°S? ? the Depart. 

— present value analysis formica Tfntf»p would be plugged into 
cate which, properties should be acoSr^nn^^f* 1 ? ac ^ P ost to indi- 
tes amortization. The DemtrtSeS^" ^ ba ?!f a 12 year or 
time to analyze the infoSra atFBH £ P^s the ability at that 
fore had no choi<» but ^ B ?w a tlmely fashioa > and there- 
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gram* even thnno* ^ eronomical to begin an acquisition nm- 

5££f»»£fiSSSSSSSM£sr^^ssn9&K 


mss saw c*m* am. 

atat f Department officials 
that ntiliaC pro^r eSSc^Wr^f 0D ? IC sit ^tion and final 
*g* MtfittSKSSS iSftSSSJ ^ -ortization 

tohare aSSdS.rth!S3tSL™ P ^ mustrates tbe need for FBO 

pared for budget^n^^n^^Mfiu-stii^? 14 ® 1 costs P re ' 

. senously undented. The poor lok eSSSj^ 1 ^ * 
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delays or deletions because the resulting cost overruns left FBO with- 
out sufficient funds to complete or begin a scheduled project. These 
deletions and delays cost the taxpayers millions of dollars. Forll 
capital proi^ QMX cost tfjg fi wmion 

nr pnrrnt,jl' thin rrri^rTT cost estimates, with s ome over runs 


Ui AVU J_M I I ■ ■{_ 7 

fgngffig m5tol95 T>ercent The reasons for this outrageously poor rec- 
ord are : (1) FliO nas been unable to employ a qualified cost estimator- j l 
(2). The information used to make the cost estimates was inaccurate || 
ana was out of date. . 

The subcommittee was surprised to learn that FBQ has not at- 
tempted to use the expertj^sjj ^Pfflfo « 

tioned in over^S^oi^onstg^ oQt^ L B , 1 giAgfro n 

e stimates and ot herJskvent-^^ This inform atiom should be easily 
obtainable from these officers at posts abroad. . , 

- There is general agreement among overseas embassy officials that 
the 1J.S. Government has not followed a wise real estate_ policy— that 
when it does purchase, it purchases too little, too late. Merely using 
the existing expertise of economic and commerical officers to determine 
costs and forecast economic housing trends in foreign nations should 
allow the Department to have a better idea of what the real estate situ- 
ation is or is likely to be ima given country* . . . . 

The Department is acutely aware of the problems it has had m 
making valid economic assessments and construction cost estimates 
overseas. It has hired an experienced cost estimator which should 
, drastically improve cost estimating within the Department. FBO has 
als o begun to utilize the economic and commercial officers located 
overseas to a greater extent to obtain accurate and up-to-date cost 
and economic data. • . 

' It is absolutely essential for the Department to be able to make 
accurate cost estimates and economic analysis of the real estate condi- 
tions in countries where the Department does have housing needs, if 
it is to address its real estate needs in a sound businesslike fashion. 
Moreover, the Department cannot expect OMB to approve budget 
requests and Congress to authorize and appropriate funds for real 
estate projects when the information provided to justify the project 
is not reliable* • ■ , 

FBO is not the wily agency which utilizes an economic cost- 
benefit formula to determine whether the U S. Government interest 
would be served by purchasing property, rather than leasing or pro- 
viding housing allowances to employees. The Defense Intelligence 
■Agency (DIA) also utilizes such a formula to determine how much 
'and which Defense attache staff housing should be purchased. In- 
terestingly, the subcommittee found that the .FBO and DIA formula s 
are not wleBticaL and tha t they make differing assumptions, wifljq ht 
Mr^in fort forjthe ~3jffer pnce. iUa S i mXB uCT 

Ufa with no residual .value , and, n nO assume ft 20-Yf . a J Ul S ^rpfe 
tWW' 4 valn^ F ffiTuse&an annual rtmmat 7 percent : 

DTA nsa s a 10 percent, rate. FBO assumes that lease parents will 
'lemaih "constant over the life of the property; DIA does not. _ 

The committee wishes to make clear that it is critical of neither FBO 
nor DIA for the differences in the formulas they utilize. Both have 


Approved For Release 2002/01/15 : CIA-RDP81-00142R000100100001-2 


I 


Approved For ReHe 2002/01/15 : CIA-RDP81-00142R0MB010000.1-2 


gfcl SSSi^s4S335 

tions dictate alterations in the assumptions n^‘ all ^ a G^Lf° ndi r 
qgencies should mafa, OS. 

^ fnr Q ^j&The Xmmittom- 

acStelfS "**■ as 
^dbyanA&Go^nmientag^e? COndltlons that b ® 


StfESSar is 

Staffing problems . .. ... 
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Government’s overseas ^pmS? *° pr ° perfy mana S e tb ® tl.S. 
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examined in which FBO was able to acquire 
of even 50 percent of those capital projects for , wluch 
received that year. The committee finds such a circumstance intoler 
able. We do not believe that the Department should recklessly 
to suend its capital project appropriation merely to say that it was 
spenTin that yearor to /nstify additional appropriations rnMnb; 
Slyearsas sdme agencies have the unfortunate tendency te j do. How- 
cai /,i™-mstances realistically prevent 



Tr'Rf) should have a plan which allows projects tc 
£ P rS"Ta^§»Smade“ senator tte money fa »PP™P™«5 
as Dossible. The Department should furnish the committee with a pr 
posafdetailing how it specifically plans to improvers record m this 

T Xl96Q i as a result of personnel reductions, E DO wa$ fo r ce^ iaxl^ 
„ I w _ rpupre is no Question tliat this has had an 

SSfefejBiSggSI 

^tionl'terS^te^ 


u Second, it has placed, more aan cm 

tional 

*$£££!£ Sing U^to sta / FB0.5n of these improvements 

^SSfSiSyfS is about to take steps to improvethe 

lerel of staffing within FBO. 


The committee recoBlfaes that the Uspartmmcis comjuB^.™ 

f zsshs; “i 

^SS^SsaSffw MKsg-ft 

L Any ^vings which may be realized through staff g 

FBO mil be merely illusory since the staff f^®J*SSSw Meds of tfa* 
nfiftdlesslv highe r costs in providing for the real ptopertyneeds ot tne 

Department Th& cninmittee does not . 
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in Washington or in the field— who can respond swiftly to post real 
property problems and can keep informed on post property needs. We 
are less concerned with where they are located than that posts have 
ready access to this expertise. The decision of where they are located 
should be determined by whether it is cheaper to have these experts 
operate out of Washington or in regional offices. 

^ The committee fully appreciates that the Department is aware 
problems in real property management exist, and has taken a number 
of concrete actions to deal with them. However, unless the Department 
makes a commitment to adequately staff FBO, problems will continue 
to exist. The Department has promised to make improvements in its 

nSftiSed its prSi^es Peit7 ' fl “ PaSt ’ committee notes but has 

Unless FBO is sufficiently staffed to manage the departmental real 
property m a businesslike manner, the committee will seriously con- 
sider having this responsibility placed with an agency that can per- 
form thi s responsibility. With adequate staffing we are confident the 
Department can do the job. 

The Ifcpaitment, therefore, should present a proposal to the Con- 

“ e ^ pedl . tlol i sl y a9 possible, and not later than Janu- 
ary 1 1979, Rowing how it plans to staff FBO on a long-term basis so 
it will have FBO has sufficient technical expertise to handle real estate 
.needs of posts worldwide. In addition, since FBO will be given respon- 1 
/siblhty for funding and management of short-term leases, the Depart- i 
^ahouldpresent to the Congress a listing of those positions in the 
^pographic bureaus which will be transferred to FBO to handle these 
[ new responsibilities. 

Inadequate property Tnaintenance 

pie committee is concerned with GAO’s finding that FBO-owned 
and long-term leased properties are not being properly managed and 
maintained. GAO blamed the problem on (1) a lack of technically 
qualified personne l to make inspections, (2) weak maintenance criteria 
and pnonties, and (3) seriously deficient information used by both 
post and FBO managers. The subcommittee found that there seems to 
be no uniform approach to property maintenance, and that the major 
factor appears to be the attitude of the administrative personnel at 
posts. The subcommittee found in Brasilia that the Embassy had 
been without any kind of property inventory for several years simply 
out of neglect We were told that this is not an isolated problem. 

An important contributing cause has been the lack Q j a reliable 
management information system within FBO . Managei^r^KTTg. 
readily detramine, for instance, how much it costs to operate a par- 
ticular buildi ng. G AO found that FBO’s property books — the present 
management system — are not reliable and reflected an overall error 
rateof about an perreof ~ 

Proper maintenance and the development of an adequate informa- 
tion system to determine operating costs is absolutely essential to good 
real property management. Otherwise, maintenance and repair funds 
are spent to rehabilitate deteriorated properties, maintenance costs 
escalate, unit property values diminish, and funds are used to operate 
and maintain uneconomical buildings. 
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The Department recognizes the need to improve maintenance cri- 
teria and its property information system, and has taken corrective 
action. For example, a new maint en a n ce handbook is being printed for 
distribution to posts. However, as GAO pointed out in its report, the 
Department promised several years ago to implement a reliable infor- 
mation system, but has not done so. . , . , 

The Department should,, therefore, establish a timetable for imple- 
menting such a management information system which will meet the 
Department’s needs on a worldwide basis within the next 2 years. 

Lack of adequate funding _ _ . 

The commit tee recognizes that a necessary element to the develop- 
ment of businesslike management by FBO, is the appropnation of 
funds sufficient to cover the major real property needs of the Depart- 
ment. In the past, much of the funding for capital projects has come 
from the sale of excess property. Over a 10-year period only four proj- 
ects totaling $19 million were funded out of congressional appropria- 
tions wm£t$ 81 million in projects were funded through proceeds of 

PI aAn y mnchided that Department. has relied too heavily on a 

4- ft# ii fiimr shoitlte rm leases to mept its rent pmpprty npp . fls, 

* &e result hasten that the U^ . G overnment has spentmoremo^y 
to meet the Department’s housing needs than it 

question that such a policy has been forced upon the Department 
, And there is no disagreement within the Department tnat 
Vnngino- in most areas of thft Wfirld prmftpt . t h e a * te gi t " 

jSta* the Which woddb. t«™aaa 

amountto 10 percent of the purchase pnce-and m 
of inflation it will amount to much more than that-^-th© total Hivest 
ment would be recaptured over a 12-year penod in reduced rental 

^^e^partment estimates that it can meet only 40 Percent of the 

as 


j^^Snal Operations, the Department received ^ sypnl^ngn^ J 
■ . * :n:.. *™' acciTU ^on otl^idsillisLEISBSlli 

I war 1 978 . Both the House 

-and 'Senate Appropriations (jommikees nave 
for continuation of this program in fiscal yBa r M i ■ - 

'mLtptos to request f™ for fiscalWlp. However even 

if all this money is actually spent, rtwilicoyer only about ^Op^nt 
of thbse properties that it would clearly feTto the economic advantage 

of the United States to acquire# . 

' The committee believes that the program to purchase property 
in areas of rapid inflation should be expanded. W hile jrental 
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of property may be a wa y nfartifiyiPy recj^irig hufigp.tftrgi oblig^a- 
tiOaa:oont^"imtiif Yn policy dearly rr»«+eg substantially greater 

budgetary obl-itra.ti nns in the long r un. The committee wishes to _ Be ^ 
fnrnrmpj-i whenever the Department submits a budget request- to 1 
OMB for funds to accelerate the purchase of property overseas and is 
tufned down by OMB in full or in part The committee will also// 
require OMB to furnish a justification for such action, 
r. The committee recognizes that while moving to ownership of over* 
seas real estate can bring substantial savings to the TT.S. Government 
such savings may not actually accrue to the Government The Depart-' 
meiit of State should be required to demonstrate that it-has the ability 
to undertake such a program which will in fact save money. We be- 
lieve the Department can demonstrate this ability only if it makes the 
m anagement improvements recommended in this report and maintains 
adequate staffing in FBO.The Congress-after FBO has made many 
of the improvements recommended— should be prepared to increase 
fun ding for the purchase of property on an incremental basis. Thi9 
will enable the Congress to evaluate FBO’s ability, to make accurate 
construction cost estimates, use' valid economic data to determine where 
the priorities should be for acquiring properties, and properly main- 
tain property. '• '■ 

Because of the lack of appropriated funds . for the acquisition of 
— property, FBO was forced to finance its capital program through the 
proceeds of sale of real property. For example, a few years ago FBO 
Sold the U.S. e mbassy in Tokyo, which cost $1 million, for $51.3 mil- 
lion, built a new embassy for $16 million and used the remaining. $35 
million to finance needed capital projects elsewhere. While this was 
probably a wise move, the Department really had very little choice. 
However, we believe that as Congress appropriates more funds for 
capital Projects. FBO should rel y 1e** and less on Proceeds of sales- 
' We believe any policy imposed on FBO by the Department, OMB, 
or the Congress to dispose of property merely because there are no 
immediate plans for use of that property, without due regard for finan- 
cial considerations, is unwise. Whether we like it or not, with a $3 bil- 
lion property inventory and an annual budget in excess of $100 million 
a year FBO is ir> the real estate hnsiness . While FBO should direct its 
energies solely to meeting existing and future needs, it should operate 
in a sound businesslike way. Property should be disposed of only when 
it is reasonably certain that the Government has no future use for that 
property. 

GAO also recommended that FBO consider asking Congress for I 
appropriations that will cover the full cost of an entire capital project, f 
At present, the Department makes separate budget requests for each 
stage of a project GAO believes a full cost appropriation would save 
substantial sums of money by compressing the time it takes to com- 
plete a capital project • 

The committee agrees that alternatives for reducing the time neces- 
sary to complete construction or acquisition of property must be ex- 
plored. Because of the nature of the authorization and appropriation 
process at least 16 months are required for the Department to obtain 
funding for a project following the identification of a need. Because 
delays in obtaining funding approval only result in additional costs, 
we believe this leadtime can and should be reduced. 
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We believe jfraLf nlH ujading hfr flaemaldfl alternative. We rec- 

ognize that for the first several years, full funding would require sub- 
stantial increases in capital project appropriations. FBO estimated, 
for example, that for its fiscal year 1979 program of $60 million, full 
funding would have required an additional $79 milli on. Full f un d in g 
will allow the Co ng ress to know within reasonable tolerances what a 
major construction project will cost. 

Tn addition, we believe that serious consideration should be given 
to an appropriated capital fund. This should, substantially reduce re- 
quired lead times* Justification for the funds would, of course, have to 
be made to the appropriate committees of the Congress. We believe that 
the development of the capital fund concept should take place on an ex- 
perimental basis which will allow the appropriate committees to moni- 
tor the success of the program.* - 

Because the State Department has had a poor track record in real 
property management, F BO must he able to demonstrate _it will b e 
able to responsibly handle a capital fund. However, because such a 
system could potentially site substantial sums of money, we believe 
FBO ^ g¥*e»4he gppflritrajty 

The Department of State should provide the committee wit h a study 
no later than June 30, 1979, indicating how it proposes to structure 
such a capital fund on an experimental basis and the procedures it will 
use in managing the fund* 


VL Lack of Untfo k mtty and Consistency in Housing Practices 
The subcommittee was surprised to leam that thereJ 

■ • * j * , ^ J 1 ! mtK 



of State employees or those of other agencies. 

The *iifT°” t T in housing practices 'from Post to post withinthe 
Depar tmen t can ha large] V attributed to the p resent aeceptralizgu 
m anag ement of housing. Since the geographic bureaus may have dif- 
ier&it priorities and funding capabilities they may hay© inconsistent 
homring practices. Moreover, since the major responsibility for hous- 
ing management and the establishment of guidelines rests at present 
with overseas posts, much depends on the attitude and knowledge of 
the principal administrative officer. To illustrate, -under present prac- 
tice, FBO is responsible for furnishing all owned and long-term 
leased properties. Furnishings for short-term leased quarters are 
funded out of the Department’s salaries and expenses account through 
the geographic bureaus. ^ ghathesuMMiat. fflnplfflBS can SSL A balk y 
ni- nVitain a. rnttm air-conditioner may depen d 
m wWW nr not t he. hraise is owned nr a shor t-term leased 
property. M oreover, ifc-xoay ghethfiE toa administrative 

o fficer In cb*»wehaiiev n that n should test * y 00 " 5 , & T DaTg T 

or whatever. In some instances problems may arise simply because 
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it is not clear "who is responsible for providing what items out of which 
account* 

The Jack of uniform policies and practices on in across-the-board 
basis for all agencies can be attributed to disparate statutory authori- 
ties, differing funding capabilities, and differing agency policies with 
respect to what overseas employees are entitled to. For example, only 
the Department of S tate and AUD^gn_Qwn civilian housing overseas . 


Other agencies must gr> thrmToti th* *vf tHa jteparb- 

ment will request appropriations for a residence on a direct reimburs- 
able basis. Moreover, some agencies have a separate budget account 
out of which such expenses are covered, others fund these expenses 
out of program accounts. Finally, AID policies on what support em- 
ployees are entitled to have been changed within the past 2 years so 
„ that AID employees receive less support. This change k p a rt of an _ 
effort , hy A ID t o in sure t h at its e m p loyees are n ot living in a grandoisa T 
manner overseas. 

The subcommittee -was unable to detect, by and. large, any rational 
basis for the differences which exist. The committee does not believe 
that merely because an employee works for one agency he should 
necessarily receive fewer (or more) benefits than an employee from 
another agency. Differences as to what employees receive should be 
reasonably related to differences in job responsibilities. The develop- 
ment of consistent and uniform policies and practices -would further 
—enable the U.S. Government to improve management of real property 
overseas. If embassy officials and employees are asked to comply with 
one set of rules and guidelines rather than a dozen, there is little doubt 
that the administration of such policies and guidelines would improve. 

Regarding the lack of uniformity from post to post of housing and 
housing support within the Department of State, we believe that the 
consolidation of funding and management responsibility within FBO 
will result in increase*’ consistency and uniformity . FJBO will be able 
to establish guideline /or the kind of housi ng all employees will b e 

PPt]tlftr| tp (md the a.m/mnt. n.4 ciippoW- »hpy wn pupp et to have. Such 

circumstances at -which budget account is more plentiful at the end 
of a fiscal year should play no part in the level of support an employee 
receives. Since FBO will be -forced to allot scarce appropriations to 
all overseas missions on an equitable basis, deci§isaaJCSSaidiag 1 JlS31s- 

ing SUP T> plt_ should batten TBrflact:..^gW ompl/wwg tipa^ ra ther than 

wli at .they. 


_he committee is not su ggesting^ the honsing policies an d practices 
be exactly un iform thr oughou t the world. Differing conditions must, 
of course, be taken into account. However, the disparity in policies 
and practices must be rationally related to actual differences in local 
conditions. Justifications based on historical accident are not sufficient. 

-The.eommittee.ia fltmCBPiedJliatniaBrseaa posts be tre ated eqpitafrlv. 
and that a particular mission’s political clout should not override eco- 
nomic considerations. Consolidation of responsibility within. FBO 
should make this easier to accomplish. 

With_ respect to interagency practice^ we do not believe it is wise 
policy for the TJ.fi , rfoyernTTipnOn pnennrn ge-disparate standards. The 
JJepartment of State presently has a mechanism to review the housing 
that employees of other agencies receive, since, in most instances, the 
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ambassador must formally approve leases or acquisition, of property. 
However, the Department has no control over what housing support 
other agencies provide employees. Unfortunately, embassy officials 
many times do not use the existing mechanism to review housing 
proposals of employees of other agencies. Since the Department or 
State will be reimbursed by the employee’s agency, embassy person- 
nel are oftentimes not terribly concerned over whether housing ex- 
ceeds reasonable standards. ■ . _ . . » 

- We believe this is an unacceptable state of affairs. Department of 
State regulations concerning what housing employees are entitled to 
seem to be reasonable. We know of no reason whv employees of other 
agencies should receive either more or less than Department of state 
employees. (We except from this observation the-general pohcy of 
the Peace Corps to have volunteers live in a custom which will create 
local acceptance for their activities.) In this connection, the Depart- 
ment of State should review the amount of support Department of 
State employees receive to insure that not only does it meet their needs, 

but does not exceed their needs. ■ . . . G . . . • 

We recognize that enforcement by the Department of State of uni- 
form standards will not resolve the statutory or funding disparities. 
We believe, therefore, t hat ^l 11 cnntideratmn should he, made to con - 
gnUrlo HiKT the reBPo n nV 1 ^ oseLhaasuxs . and housing support withi n 
^ TWartnw rf f iver the past few years, there has been a 

general movement toward the standardization of allowances for per- 
t Ijnnel of all U-S. Government agencies. A n interagency committee 

mmn — d of representatives of agencies with o^mafi ha f 

^ WnglriTi ff toward t\n* end , 

fEe^mmitiee recognizes that some agencies may be oppwed to con- 
solidation of responsibility within the Department of State. Hot 
only would they point to the Department’s poor track record m real 
property management, but to problems agencies currently have m ob-j 
taiping adequate administrative support in other areas from Depart^ 

ment personnel in embassies. . . 

1 The committee is concerned over the complaints of nonresponsive- 
ness by Department administrative personnel to the needs of other 

-r T} j ft o f State shoul d make clea r e JP° 7^- d ~ 

jSsS "Tlfl tiltTT'*' 1 1 be mtec Ipol. omfemAb&Saa&a 

fiSw well saw icwis . mm in ri pri to officials , buttp . emp loye e s 

believe that the Department should 
actively solicit the views of officials of other agencies conrermng the 
adequacy of support they receive. The Department shouidmsuretliat 
there isto be no de facto policy of treating ^Department officials better 
than officials of other agencies. Should other agencies have conrerns 
that they are not being treated on a nondiscnmmatory basi^they 
should present their concerns to Department management, OMB, and 

the Congress for proper resolution. . , , 

r At a number of embassies, a multiagency housing program has al- 
ready been established. In London, the subcommittee reviewed the 
multiagency housing program which included all ancles 
International Communications Agency* 3 Several methods are utilized 

p^ranTl^ ™ wWcb h ^ll T ^e n icTi?to t** program. 
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to insure that employees of all agencies are treated on a nondiscrimina- 
tory basis. First, except for the residences of the Ambassador and 
Deputy Chief ox Mission* no residences are designated for the em- 
ployee of any particular agency. Housing assignments are made by 
the personnel office based only on the grade, job responsibility and 
. family circumstances of the employee. An interagency housing "board 
comprised of representatives of several agencies handle appeals from 
housing assignments or other disputes. Moreover, the Embassy 
follows a written housing policy which sets out precisely what em- 
ployees can expect to receive and what they are responsible for them- 
selves. This policy clearly establishes that employees of all agencies 
are treated on an equitable basis. Finally, the administrative counselor 
takes an active role in resolving disputes and fielding complaints 
concerning support which is or is not given. The subcommittee found 
that while employees of other agencies had complaints which resulted 
from staffing and funding limitations, administrative personnel 
were by and large able to deal with most problems and did in fact 
provide service on a nondiscriminatory basis* 

In some instances the employees complained that embassy officials 
did not approve leases for a residence which the employees wanted to 
enter. This caused in some instances lengthy stays in a hotel for the 
employee and his family. Administrative personnel indicated that in 
all such instances the determination not to approve the lease was made 
by the interagency housing board and was necessary to insure that 
tlie housing employees receive did not exceed reasonable standards. 
Embassy officials indicated that the interagency housing board was 
instrumental in cutting down on complaints over inequities and en- 
forcing uniform standards for employees of all agencies. We believe 
that t he program established tprlhe London Embassy can serve as a 

km invo lving should njwfltp,. 

Tn order to maximize the uniformity of overseas housing policies and 
practices of the various U.S. Government agencies, once FBO demon- 
strates its ability to manage properly the overseas real estate of the 
Department of State* consideration should be given to placing with it 
additional responsibilities for managing overseas real estate of other 
TJ-S. Government agencies* L 

The committee is also concerned that there is no uniform policy 
either within the Department of State or among the other agencies as 
to whether employees should ship their own household effects to the 
post at Government expense or the Government should provide fur- 
nished housing. AID has a policy of allowing employees only to make 
limited shipments of personal effects and providing tT.S. Government- 
owned furniture. The Department of State policy will vary from post 
to post, : with Government provided furniture being the exception. 
However, no economic studies exist-on which method is more 
economical. 

The subcommittee heard numerous horror stories of employee fur- 
niture being lost, destroyed, o r severely damaged en route to posts. 
Shipping problems were a major concern of employees and adminis- 
trative personnel alike. Embassy administrative officials overseas were 
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. if a jpolicv of providing; furnitur e 

t o the employee would sav e the U.S. Government substantial sums“of 
money in jagjfc l m siUDDmifcostsT "" 

Again, the committee b elieves -there ought fa a_ imitorm pqljry 
among all agencies with res pect/, hmrinc r pmplnywg chi p tl ipirj yy-n 
Ihnimnrft . nE J hfmngltwT LT . ST Gnypnitn e n L lliicm.de it The subcommit- 
tee revived a brief analysis from the administrative counselor in 
Brasalia which proved quite helpful. This analysis has been passed 
on to the Department, which has agreed to make an economic analysis 
of this area and report its findings to the subcommittee by Janu- 
ary 1, 1979. We believe that deviations from a uniformpoliey should 
exist only when local circumstances clearly warrant. We do -not be- 
lieve, however, there would be any justification for agencies under- 
taking different policies within the same city. If necessary, the Office 
of Management and Budget should insure that all agencies engage 
in a Constant policy which represents the best economic advantage 
to the U.S. Government. 

Finally, U.S. employees assigned overseas who receive housing al- 
lowances instead of government-furnished housing must normally 
locate their own housingand negotiate their own leases with local 
landlords. This can be quite confusing and burdensome to newly ar-t 
rived employees who must find suitable housing for their families in a 
short time in a country with a different language, laws, and customs. 
The employee often has little choice but to rely on the expertise of local 
employees or on what little “institutional knowledge” other employees 
at the post have acquired of what is expected and acceptable in a lease. 

The subcommittee found that our Embassy in Lima had helped' 
•solve this problem by hiring a local attorney part time to assist TT .S. 
employees in localJe^Lnmtter^s uch as acfyisinglhero on JtHTspm- 
Ulg-ofJaases* The attorney reviews the employees 5 lease before it is 
signed and discusses its provisions with both the employee and tlie 
landlord to make sure that both parties understand and are in agree- 
ment with what it contains. The Embassy believes that this has been 
a very successful program. The attorney also gives advice to em* 
plo vees on such things as tax exemptions and traffic violations. 

The committee believes that TT.S. employees assigned to posts in 
countries with different languages, laws, and local customs should 
mot be expected to negotiate and sign legally binding leases without 
professional assistance. The subcommittee was impressed with the 
program in Lima and the committee recommends that the Depart- 
ment of State conduct a survev of other posts to determine whether 
similar programs should be established at those posts. 

- : - " YIL COKCLTTSION 


outlined in this report there are a number of reasons for tms poor rec 
ord. It would be inaccurate to suggest that the Department has either 
been unaware of these problems or has done nothing to make improve- 
ments. 
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The failure by the Department to adequately manage the $3 billion 
overseas property inventory and to efficiently and economically pro- 
vide housing for the thousands of TJ.S. Government employees sta- 



The Department has assured the committee iliac it intends to take 
all the necessary steps to insure proper management of U.S. Govern- 
ment property overseas. We hope that the Department will take the 
promised action and the committee will review the progress that' is 
being made in this area. 
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Subject report dtd 2 October 78, 
House Report No. 95-1676 


Att: 


Attached is a report on 
overseas real property management 
which resulted from an investiga- 
tion by Jack Brooks’ Government 
Operations Committee and Legisla- 
tion and National Security 
"Subcommittee. It is interesting 
from two standpoints: 

a. It is a good insight into 
how a committee of Congress can 
work with or against an agency 
over which it has oversight 
jurisdiction. 

b. More importantly, the 
report contains directives to 
the State Department and to 
"other U.S. government agencies" 
which at least by implication 
involve CIA. 

I have asked OLC for an in- 
terpretation as to what affect 
the directives in this report may 
have on the Agency. I remember 
from my days with OLC that we 
dealt with Jack Brooks' subcom- 
mittee and we obtained some 
agreements, one of which was that 
CIA's name would not appear in 
print. I am not sure that those 
agreements extend to the direc- 
tives contained in the report. 

I have also asked OLC to 
send a copy to DDO/CCS, which wa^-T 
involved in the investigation on' 3 1 “ 1 1 
behalf of the Agen 


cc: 
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